How Your Highway 
Program is Financed 
... And How It Isn’t 


The nation’s largest state-maintained 
highway system of more than 75,000 
miles is right here in North Carolina. 
Some other states have more total 
mileage but all of those miles are not 
maintained by the state. Motor vehicle 
fees pay about 28% of the cost of main- 
taining and building highways in our state. 
The motor fuels (gasoline and diesel) tax 
produces about 67% of our revenues and 
about 5% is miscellaneous revenue. 
Property taxes are NOT used to help fund 
the highway system as is the case in some 
other states (examples: Alabama, Ten- 
nessee, Kentucky) which also have a 
gasoline tax. 

NO General Fund monies (those 
generated by the state individual and cor- 
porate income tax, sales tax, etc.) are 
used to finance our highway system. 
Some other states (examples: Texas, 
West Virginia, Maryland) use General 
Fund money to supplement their gasoline 
tax revenues. 

Today, with its gas tax at 9'/s¢ per 
gallon, North Carolina ranks 27th from 
the top in the amount of gas tax per 
gallon being paid by motorists across 
the nation. A portion of the /¢ is used 
by the Department of Agriculture to pay 
for inspection of fuel pumps. 

In the last 30 years the North 
Carolina gas tax has been raised only 
once. That was in 1969 when it reached 
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6 | We have found that North Carolina has the very diffi- 


cult problem of urgent transportation needs complicated 
by increasing costs and decreasing revenues. We must 
make a major investment in resurfacing and maintaining 
our highways or we will face a major and unprecedented 


expense of highway rebuilding in the near future. 
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its current level. With retail prices of gas in 
1969 around 32¢ per gallon, the 91/4¢ tax 
was about 29% of the retail price. Today, 
with the price of gas in excess of $1.20 
per gallon, the 91/4¢ tax rate represents 
less than 8% of the total retail price. 


North Carolina motorists also pay an 
additional 4¢ per gallon in federal motor 
fuel taxes, which are collected here and 
sent to Washington. These tax revenues, 
which are paid by motorists in every state, 
go into the Federal Highway Trust Fund. 
A portion of the federal tax comes back to 
North Carolina for its highway construc- 
tion program ONLY IF THE STATE 
PROVIDES STATE FUNDS TO 
MATCH FEDERAL HIGHWAY 
TRUST FUNDS. The state matching 
requirement varies from 10% to ZO. 
The matching ratio of funds varies be- 
tween the federal highway program. Last 
fiscal year (July 1, 1979 - June 30, 1980) 
$59 million in state highway funds 
brought in $210 million of Federal High- 
way Trust Funds for North Carolina 
roads. Practically all of the federal high- 
way programs are for highway construc- 
tion improvements on roads which are on 
the federal aid system (usually interstate, 
NC and US routes). 

North Carolina has stretched its own 
state road improvement dollars with 
federal funds over the years. In recent 


years the State was able to benefit from 
additional federal funds because we were 
able to gear up quickly for projects eligible 
for federal discretionary funds. The 
Priority Primary Extension of I-40 from 
Benson to Wilmington is an example. 


Present Financial Condition 


In recent years our Transportation 
Department has been suffering from in- 
flation of more than 20% per year. . . 
much of which is related to extraordinary 
increases in the costs of petroleum 
products used in highway work, including 
gas, oil and asphalt. 
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Economists in the public and private 
sectors generally use 1967 as the base 
year to chart the nation’s inflation rate. 
Between 1967 and the first half of 1980, 
some of the price increases for highway 
construction materials in place were: 

Asphalt products for paving and 
resurfacing, from $8.36 a ton to 
$28.96, an increase of 246%; concrete 
for bridges, from $74 a cubic yard to 
$242, an increase of 227%; structural 
steel, from 19 cents a pound to 76 
cents, up 300%; and gravel, from 
$2.80 a ton to $7.25, up 161%. 

Altogether the price of highway con- 
struction materials in place has in- 
creased more than 200% in the last 13 
years. 


Motor Fuel Tax Collections 
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At the same time, our state gas tax 
revenues, which support highway main- 
tenance and construction, have been 
leveling off. . . and, in fact, actual collec- 
tions last year were some $19 million less 
than the previous year. This unprecedented 
drop caused a shortfall of $32 million in 
the amount appropriated by the General 
Assembly. Budget analysts had forecast a 
slight increase in collections when the 
budget was approved by the General 
Assembly. 

We are projecting, with the current rate 
of revenue collections, that we will not be 
able to match federal aid as early as fiscal 
year 1982 (July 1, 1981 - June 30, 
1982) 

In 1977 the Governor proposed a 
Highway Improvement Bond issue for 
$300 million to provide short term 
breathing room for the highway fund. It 
was aporoved by a 2 to 1 majority of the 
people in a referendum. These bond 
fund allocations will run out in fiscal year 


1982. 


Recommended Highway Maintenance Resurfacing, FY 70-88 
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Highway System: 
Maintenance/ 
Resurfacing Needs. . . 


The state should be resurfacing an av- 
erage of 2,600 miles per year. That is the 
minimum amount considered essential to 
protect the billions of dollars of public in- 
vestment in our existing highways. 

Funds have allowed, in more recent 
years, the maintenance resurfacing of an 
average of only 1,300 miles per year. In 
fiscal year 1979-80, (July 1, 1979 - June 
30, 1980) only 930 miles were resurfaced 
and this year just 740 miles can be resur- 
faced. Despite transfers of funds from 
construction appropriations to main- 
tenance appropriations, increasing costs 
have cut deeply into resurfacing mileage. 

The result has created a critical backlog 
of needed resurfacing mileage. Consider 
the following needs and costs: 

To resurface 2,600 miles per year 
and begin catching up by resurfacing 
1,000 additional miles over the next 
five years: $300 million in maintenance 
per year is needed for a total of 3,600 
miles of resurfacing per year. 

In contrast, the department’s total 
budget for maintenance, including 
resurfacing, was only about $170 
million this year. 

The Blue Ribbon Study Commission 
found highway maintenance to be the 
most critical of all transportation needs 
facing the people of North Carolina. 
RESURFACING COSTS ARE 4 TO 5 
TIMES LESS THAN RECONSTRUC- 
TION. Reconstruction means rebuilding 
roads. This occurs when needed resur- 
facing is not provided in time to preserve 
existing roadways. 

Our bridges are wearing out, too. Right 
now, of our nearly 16,000 bridges, over 
8,000 are posted for weight loads less 
than the legal limit. Of those 8,000 
bridges, 4,600 cannot carry the weight 
of a fully loaded school bus. 
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... Construction 
Improvement Needs 


Too much of our highway system is 
carrying more traffic than it was originally 
designed for. These highways are not as 
safe and serviceable as modern design 
standards require. These needed con- 
struction improvements are categorized as 
follows: 

Principal Road Mileage: 3,500 miles 
of needed construction improvements. 

Local Road Mileage: 4,500 miles of 
needed construction improvements. 

Costs for necessary widening and 
safety improvements: $500 million per 
year over the next 20 years (Inflation is 
not included in these figures). 

During Fiscal Year 1979-80 (July I, 
1979 - June 30, 1980), the Board of 
Transportation could award only $212 
million in contracts for highway con- 
struction improvements. 

Local request for highway construc- 
tion improvements recorded at public 
meetings across the state total an 
estimated $7 billion. The Blue Ribbon 
Commission reported that matching 
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federal aid to make construction im- 
provements should be one of the top 
priorities. This would require $90 million 
in state funds to bring in $386 million of 
available federal aid funds over the next 
2 years. 

Even though total travel was slightly 
down (about 2%) last year, some 42 
billion vehicle miles were traveled on 
North Carolina highways. Our popu- 
lation is growing and the number of veh- 
icles and licensed drivers is increasing. 


cts of a Deteriorated 
ighway System on 
Motorists. . . 


Projections also forecast the effects of a 
deteriorating highway system on the 
average person: Consider the matter of 
personal safety. . . damage to vehicles 
(frequent alignments, bent rims, damaged 
shock absorbers, tire and brake wear, 
trouble with steering mechanisms, shorter 
vehicle life). . . increased travel time. . . 


fuel efficiency. . . comfort and convenien- 
ce. 
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...and the State’s 
Economic Well-being 


Loss of momentum in economic 
growth also would be a result of a 
deteriorating highway system, which 
would discourage industries with 
better-paying jobs from locating in our 
state. 

Many industrial prospects are coming 
to North Carolina from states where tran- 
sportation systems cannot measure up to 
ours today. 

Tomorrow, North Carolina may not 
have that advantage. The study com- 
mission found that in many areas, the 
pavement is already starting to crumble. 

Our transportation system has 
historically played a key role in economic 
development. Plant managers consider 
well-maintained highways, airports and 
rail lines as critical elements in new plant 
locations and in the expansion of existing 
industrial facilities 


Our highway improvement program 
has served as a great incentive in bringing 
new companies to North Carolina. 


North Carolina’s 
Comprehensive 
Transportation System 


Your Department of Transportation 
has responsibilitites for aviation, motor 
vehicle administration, rail development, 
public transportation and a growing 
bicycle program. 

Airports, of course, are essential to the 
normal day-to-day business activities of 
modern industries. Adequate airport 
facilities which can accommodate cor- 
porate aircraft are a key consideration by 
plant location specialists in decisions to 
build industries in North Carolina. 

Railroads carry almost half of the freight 
that moves in and out of North Carolina. 
It would be impossible for our state’s 
highway system to handle —or even stand 
up under—that additional freight load if 
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the nation’s railroads were allowed to 
wither and die. Just as clearly, our 
growing public transportation net- 
work—mass transit vehicles that serve ur- 
ban and rural areas and buses that move 
passengers in both intrastate and interstate 
commerce —requires good highways. 

Without a_ well-balanced, healthy 
multi-modal transportation system, we 
cannot realize the full potential of our 
state for balanced economic growth 
and development. 


DOT Efficiency Noted by 
“Operations Committee” 


The Operations Committee of the Blue 
Ribbon Commission had noted that 
management emphasis on productivity 
and efficiency programs has taken a 
top priority in day-to-day operations of 
the deaprtment. 

By June 30 of 1981, nearly 1,000 
department positions will have been elimi- 
nated as a part of a cost reduction pro- 
gram instituted since 1977. The total effi- 
ciency program, including job cut backs, 
has resulted in cost reductions of almost 
$23 million. 

Highway design standards have been 
revised to reduce median widths and 
right-of-way needs without compromising 
safety. 

Even though these combined efforts 
have saved millions of gas tax dollars, it 
has not been enough to avert the impend- 
ing financial crisis to our transportation 
system. 
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© cash awards up to $5,000 ee ee 
@ certificate e ce se 
@ letter of appreciation e hy 
© extre time off from work » 
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Suggestions should be mailed to: 
Suggestion System 
North Carolina Department of Administration 
116 West Jones Street 


Raleigh, North Carolina 27603 
Telephone: 919/733-2566 


Send in your ideas 
For help in developing your Idea contact your tmmedi- 
ate supervisor or your Productivity Management Section — 
919/733-2084, 433 North Person Street, Raleigh, North 
Carolina, 27601. 
Your local Employee Relations Representative ie also 


available to assist you In any way possible. & 


Employees of the department have 
submitted more than 850 money-saving 
suggestions through the Employee Sug- 
gestion System in the last several years. 
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Your Ideas and Help 
Are Being Asked. . . 


In reviewing the Blue Ribbon Study 
Commission’s report, Governor Jim Hunt 
has asked for the public’s suggestions on 
further ways to save money and increase 
productivity in the department. 

You're invited and encouraged to call a 
special toll-free line (1-800-662-7952) 
with your ideas, which the Governor will 
receive on the same day. You can also 
write: Governor Jim Hunt, Governor’s 
Mansion, Raleigh, North Carolina 
27601. 


More Information is 
Available to you. . . 


For a speaker and slide show presentation 
to your club or organization on “Transpor- 
tation Needs on North Carolina,” you are 
encouraged to call the N. C. Department 
of Transportation at (919) 733-3463 or 
write “Summary,” NCDOT, P. O. Box 
25201, Raleigh, NC 27611. For acopy 
of the Blue Ribbon Study Commission’s 
Executive Summary report, call the same 
telephone number or write the same ad- 
dress listed above. 


My Fellow Employees: 


This special edition of our “Two-Way Traffic” publication is in follow-up to 
the slide show presentation on “Transportation Needs.” 


It is critically important that all ofusin the Transportation Family understand 
that we are facing a crisis that threatens the future of our state. 


Our ability to communicate our situation to our own families, friends and 
neighbors is an important aspect in telling our story across North Carolina. 


Let me encourage you to contact civic clubs, groups and other organizations 
and allow us to make a slide show presentation. All division offices have the 
slide show program and brochures. Your division engineer and one of our Board 
Members will welcome a call from you to set up a program. 


As DOT employees, the public is looking to us to keep them informed about 
the condition of their transportation system that has been built and is being 
maintained with their tax dollars. 


As your Secretary, I am very proud of our efforts in implementing cost 
reduction programs. We have been able to tell the General Assembly about the 
results of our emphasis on productivity which has resulted in $22.6 million in 
cost reductions during the last four years. 


Our department continues to lead state government in the number of sug- 
gestions since this program began. You and your fellow employees have sub- 
mitted over 850 money-saving suggestions. 


Even with this kind of effort, we still need to do even more in coming up with 
good ideas and suggestions. 


Let’s take the time to really look at the way we’re doing each and every one 
of our jobs and see if we can’t improve on how we're doing them. Then write it 
down and send it in through our Employee Suggestion System. 


We must all work to be sure the public is aware how critical the transpor- 
tation needs really are in our state. 


Let me thank you again for your efforts and hard work in meeting the trans- 
portation needs of North Carolina. 


This information was prepared by Wilbur Smith and Associates, the consulting firm for the Governor’s Blue Ribbon Study cS 
Commission on Transportation Needs and Financing, in conjunction with the North Carolina Department of Transportation. “& o, xs» é 


